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Ecology, businesses social responsibilities stressed
as opportunity for consultants at second Conference
of Management Consultants held in New York in late
January —

A NEW FRONTIER FOR CONSULTANTS?
by Louise H. Dratler
Associate Editor

At one time "efficiency expert”
was a synonym for “manage
ment consultant,” but that time is
past. Efficiency may still be one of
the goals of industry, but society’s
needs are forcing businessmen to
shift their priorities and, conse
quently, to change the demands
they put on their consultants. These
changing demands were the sub
ject of the second annual North
American Conference of Manage
ment Consultants, held January 23,
1973, in New York.
About 275 consulting profession
als attended the meeting, which is
a drop from last year’s attendance
of 350 despite the fact that the spon
soring organizations have gained
in membership. The meeting was
sponsored by: the Association of
Consulting Management Engineers,
Inc.; the Association of Manage
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ment Consultants; the Canadian As
sociation of Management Consul
tants; the Institute of Management
Consultants, Inc.; the Institute of
Management Consultants of On
tario; the Institute of Management
Consultants of Quebec; the New
England Society of Management
Consultants; and the Society of Pro
fessional Management Consultants.
The speakers stressed that there
is a new consciousness in business,
with a stronger realization of cor
porate responsibility to foster so
cial and environmental well-being
within the nation. We have heard
this message before from the more
idealistic in the business commu
nity, but at this meeting it seemed
that finally the pragmatic are join
ing the chorus.
They say that businesses have
used the more traditional services

of management consultants, and, if
any more money is to be paid out
for consulting, it is going to be to
the firms that offer social science
and ecology along with their old
bag of tricks.
George N. Currie, president of
the Canadian consulting firm of
Urwick, Currie & Partners, Ltd.,
explained to the meeting, “In the
1950s through the 1960s the role of
the general management consultant
attracted a great deal of attention.
This was largely as a result of major
organization assignments for very
large companies and government.
Frequently the client companies
were multinational corporations
and the resulting reorganizations
attracted wide publicity. As in the
field of consulting in specialized
functions, we probably will con
tinue to undertake these traditional
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If more money is to be paid to consultants, it will be to the firms
that offer social science and ecology with their old bag of tricks.

generalized management consulting
assignments, such as organization
planning, management audits, mer
ger and acquisition studies, and
so on. But I believe the requirement
for these services has already
peaked and we can expect a level
ing off of market demand, possibly
a decline.”
He outlined three reasons why
these traditional assignments will
diminish. First, Mr. Currie noted
that most large companies have al
ready undergone major organiza
tion assignments at least once and
they will be reluctant to lay out
money for the same service a second
time around, however much it may
be needed. Secondly, clients have
developed greater in-house skills.
General management principles are
pretty commonly understood and
their results, the consultant admit
ted, have not been “altogether suc
cessful.”
But the most important reason
for the decline in the growth of
general management consulting as
signments, Mr. Currie believes, is
these services “no longer satisfy the
client’s perception of his major
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needs. These services have been
based on a limited understanding
of the demands of society which,
although they may have represented
the central problems of the past,
no longer do.”
Economic growth not permanent

One of the shifts in society’s val
ues that he mentioned was its de
creased concern with economic
growth. He explained that during
the 50s and part of the 60s the
management consultant’s goal and
the goal of society were one; both
were striving for economic growth.
However, “economic growth is to
day seen as a latent evil or at least
a mixed blessing,” because of what
it has done to the environment. The
free market economy has failed to
come up with an appropriate dis
tribution of costs and revenues that
will handle this problem, the con
sultant observed.
“A major social crisis of the fu
ture will be to decide who will
pay these costs associated with ex
ternal factors and how they will
be assessed. Which will be borne

by the parties directly causing the
problem? Which are properly
charged on society as a whole?”
Mr. Currie stated.
The consultant’s role is to help
public and private institutions adapt
to the changing goals of society,
he explained. Some consulting firms
have taken what he called a “timid
step in this direction” by introduc
ing a service known as the “social
audit.” Mr. Currie said to his knowl
edge this service “has not received
significant commercial success,” but
he thinks that this might be because
it has not been properly integrated
with more traditional services.
Consulting firms will be directly
affected by society’s new priorities
in two ways, he said. “We are going
to have to staff our firms with dif
ferent kinds of men—younger men
in touch with the youth culture and
sensitive to the demands of society,
trained in sociology, psychology, or
economics, with experience in gov
ernment or public institutions.” Sec
ondly, “It is inevitable that govern
ment is going to play a stronger
role in areas hitherto considered
private.”
“Environmental protection is now
a business reality, and environmen
tal decisions have become economic
ones as well,” said David B. Hertz,
a partner in McKinsey & Company,
Inc. To back up this statement he
cited some recent legislation.
Mr. Hertz reminded the audience
that on February 16, 1972, the Se
curities and Exchange Commission
notified corporations and other in
terested parties that corporations
are required to disclose:
1—“The material effect that com
pliance with environmental laws
and with regulations may have on
capital expenditures, earnings, and
competitive position of the com
pany and its subsidiaries.
2—“Information about pending
government or private or adminis
trative enforcement procedures aris
ing under environmental laws or
regulations and any such proceed
ings known to be contemplated by
governmental authorities.”
He pointed out that the SEC said
that these disclosures pertain “to
the business done and intended to
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be done and to the development of
the business during the past five
years.” Mr. Hertz observed, “In
other words, the corporation is be
ing asked to make projections into
the indefinite future about its rela
tionship to the environment and
the cost thereof.”
Another point in the ruling that
he underscored was, “The disclosure
about enforcement proceedings ap
plies only to claims for damages if
they exceed 10 per cent of the
current assets on a consolidated
basis. However, previously a com
pany under SEC rules did not have
to reveal legal action unless the an
ticipated claims exceeded 15 per
cent of current assets on a con
solidated basis. This later change
... is bound to have a greater im
pact on smaller than larger com
panies. The companies with the
least amount of resources will be
affected the most.”
Response to NEPA

Mr. Hertz said the SEC’s action
was in response to the National
Environmental Policy Act (NEPA)
of 1969 and to the proddings of
environmental pressure groups. In
particular, he cited Section 103 of
the NEPA as being responsible
for the SEC’s consequent action.
He explained that in Section 103,
“Congress authorizes all agencies of
the Federal Government to alter
their statutory authority and admin
istrative regulations to help bring
about the objectives of that act”
(i.e., “to create and maintain con
ditions under which man and na
ture can exist in productive har
mony”). With this act, Congress
has given Governmental agencies
broad powers to “transform them
selves into quasi-environmental pro
tection agencies, if they are so
inclined,” Mr. Hertz observed.
“As we grasp the meaning of
ecological balance it is apparent
that few if any products and many
processes can claim immunity from
challenge,” the consultant said. He
therefore recommends that as a
first step companies formalize a
functional activity to deal with
ecological questions. The environ
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mental impact of every present and
planned-for product should be
weighed.
An environmental impact check
list should be drawn up to cover
all phases of a product’s life. Mr.
Hertz mentioned 13 areas to be
included. During the production
stage: 1—scarce or vital resources
consumed; 2—energy required per
man-hour or per unit of production;
3—energy required per unit weight;
4—recoverable waste produced; 5—
nonrecoverable waste produced.
During the time when the product
is in use: 6—annual energy con
sumption; 7—lifetime energy con
sumption; 8—efficiency in the use of
other resources; 9 — recoverable
waste produced; 10 — nonrecover
able waste produced. During the
disposal of the product: 11—recyc
lability; 12—energy cost of recyc
ling; 13—nonrecoverable waste pro
duction. Once the product’s weak
nesses are identified a timetable for
correcting them can be developed.
“Beyond this, management can
begin to shape its strategy to take
advantage of the changes in envi
ronmental value systems and forces,
and develop a new design or for
mulation to replace competitive
products,” Mr. Hertz said. “The
same management that does the
best job in generating profits will
probably do the best job of coping
with pollution once they have
clearly understood the forces at
work. The question, in my opinion,
is ultimately one of general man
agement competence.”
Many of the speakers mentioned
that society’s changing values will
create new roles for Government
and its advisers. The consultant’s
future role in Government was dis
cussed by William D. Carey, vice
president and director, Public Af
fairs Center, Arthur D. Little, Inc.,
and formerly assistant director of the
Bureau of the Budget, Executive
Office of the President, 1966-69.
“In abstract terms the Govern
ment market for consulting looks
great,” Mr. Carey said. But he
added, “In the eyes of many of the
people who are in charge in Wash
ington, consultants are not that cer
tain a solution. In some quarters

“In other words, the

corporation is being asked to

make projections into the
indefinite future about its

relationship to the environ

ment and the cost thereof."
—David B. Hertz
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“While the conservative

approach to the business of
Government sounds simple,
a no-hands thing, in reality it
is a very, very hard thing to

bring off. Conservatism is

twice as tough conceptually
and operationally to deliver

as the ‘Great Society’s'

proliferation of nostrums
was,"

—William D. Carey
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consultants are viewed as part of
the problem.” Millions of dollars
have been spent by the Government
for the services of consultants and
the Government has still ended up
with “egg on its face.”
Mr. Carey said that he believes
the funding sources for consulting
services are going to be limited.
“If I sound bleak, I think I have to.
Governments reach out for consul
tants to help them when programs
are expanding or when they are
coming thick and fast, but they tend
to economize on discretionary con
tracting before they will lay a hand
on payrolls.”
In light of President Nixon’s
economic policies, Mr. Carey said,
“While the conservative approach
to the business of Government
sounds simple, a no-hands thing,
in reality it is a very, very hard
thing to bring off. Conservatism is
twice as tough conceptually and
operationally to deliver as the
‘Great Society’s’ proliferation of
nostrums was.”
This move toward conservatism
opens a “Pandora’s Box of prob
lems,” including: “How do you
create the right combinations of
incentive and stimuli that will stim
ulate private institutions to take
risks with a minimum amount of
Government handholding? How do
you balance the hands-off policy
of Federal roles with inducement
to state and local governments to
shape up? How do you structure
assessment, forms of accountability,
and performance criteria? ... We
ought to see a very tough set of
managerial headaches are being
hatched and the Government today
doesn’t have the answers. It is hard
to go from a system of concentrated
decision points to a disaggregated
open-ended marketplace having an
infinite and unconnected structure
of decision points.”
Mr. Carey said that he does be
lieve that a broad-based consulting
firm can contribute to the solution
of these problems, and one-third of
his own firm’s business is, in fact,
with the Government. But he main
tains that this work offers low prof

itability compared with commercial
work. “When 50 or 60 consulting
firms bid competitively on the same
job, there are going to be 49 or 59
also-rans,” he observed.
“It would not surprise me at all
to see the Federal Government cut
out open-ended competitive solici
tation and turn instead to pre
qualification of consulting firms as
a way of rationalizing the bidding
relationship,” he predicted. While
a good deal could be said for this,
problems would arise.

Ingredients of prequalification

“Prequalification carries with it
some attempt at performance evalu
ation, scorekeeping, rating of the
selected consulting firms, and the
question is—who is the best judge
of performance? How much dis
closure can we expect or be happy
with regarding the Government’s
reasons as to performance? What
barriers would face the small firms
in consulting — and especially the
minority group firms—to break into
the big leagues? So reform can be
a can of worms too,” Mr. Carey
cautioned.
In order to work with the Gov
ernment sector there are a number
of things Arthur D. Little has found
necessary, and Mr. Carey outlined
six of these points. 1—“Keep a con
tinuous and close watch on changes
in Government policies, problems,
and budget trends, otherwise you
are going to miscalculate and get
hurt.” 2—“Random marketing and
selling is a very unproductive and
costly approach. You’d better have
a selective marketing program with
some targets that you are going to
shoot at. Know your strengths and
try to exploit them.” 3—“You also
need to have professionals in your
organization who know the Govern
ment systems because they’ve been
there. It’s different on the inside
from what it seems to be on the
outside.” 4—“You’d better practice
the art of self-defense if you want
to hold down prospect charges.”
5—“And resist the surface allure of
contracts that you shouldn’t touch
Management Adviser

with a ten-foot pole.” 6—“And,
lastly, you’d better have a firstrate contracting officer who is ex
pert at the ins and outs of Govern
ment procurement practices as they
stand today. . . . With all this, you’re
still living in a pretty chancy
world.”
Local, state, and Federal gov
ernment spending accounts for 35
per cent of the Gross National Prod
uct, Mr. Carey said. He predicted
that in seven years it will be up to
40 per cent and ten years later up
to 50 per cent. “To expect that gov
ernments will manage it all well
would be to ignore all that we know
about government ... I am con
fident there will be a market for
consultants in government.”
A member of the audience asked
Mr. Carey how important person
alities are in the Government’s se
lection of consultants. “Very,” was
his answer. He said that he has
come to believe that one of the
truly honest men in the contract
environment is the Government offi
cial who tells a consultant not to
waste his time preparing a bid on
a contract because it is going to
be given to a local firm.
Personnel problems discussed

Several of the speeches delivered
during the consultants’ conference
touched on different aspects of per
sonnel: the psychological impact of
personnel policies, the management
training theories of a large corpor
ation, and how to develop consult
ing management within a firm.
“I’m promoting human assets ac
counting. Investments in people pay

off,” said Dr. Ralph G. Hirschowitz,
M.D., Levinson Institute. He direc
ted his comments to what change
means to employees. When there
is a major corporate change, a major
reorganization, productivity goes
down for four to six months, his
research firm has found. For some
people it can take as long as two
years to return to their former level
of productivity, and accordingly
institutions planning for major
changes should also budget for a
lag time, Dr. Hirschowitz advised.
He gave an example of a large
paternalistic organization that sud
denly discovers competition is en
croaching upon its market and it
needs to be more responsive to con
sumers. The organization decides
to quickly decentralize, regionalize,
and then it discovers it is over
whelming its employees. It has
failed to develop people for these
new responsibilities and it has not
allowed a sufficient lag time. The
result is firings and early retire
ments.
Dr. Hirschowitz believes that not
enough attention is paid to the emo
tional needs of people and suggests
that steps to ease transitions be
taken. Some possible measures he
proposed were:
— Involve people before a change
is made, in the design stage if pos
sible.
— Provide aids for people to form
new attachments. They have left
the old attachments of people,
places, and things and until they
form new ones they will go through
a period of mourning.
— Arrange for people to get to
gether and talk about their shared

tasks, emotions, and experiences
before, during, and after a change.
Richard W. Kimball, manager,
management services department,
ESSO International Company, ex
plained how his company prepares
its executives for growing respon
sibilities.

One company used to employ "the
little red truck" system for executive
development; it determined which
people would move up if the incum
bent were hit by a truck.
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Touche Ross has a plan for its management consultants that makes the
organization fit the talent available. Everyone must move upward.

ESSO International used to em
ploy what Mr. Kimball termed “the
little red truck” system, i.e., it de
termined which people would move
up if the incumbent holder of a
management post were hit by a
truck. This replacement plan prob
ably overstated the supply of man
agement talent, Mr. Kimball said,
and very often vacated posts did
not go to the successor forecast.
The company now uses “oppor
tunity planning.” Each manager
evaluates his executive level people
once a year and suggests what as
signments he thinks each individual
should have over the next four to
five years to propel him toward his
ultimate potential. Development
plans are worked out for the execu
tives and then the department
heads try to mesh their executive
needs with the available executives’
development plans.
Mr. Kimball said that people
don’t always fit the available jobs
and there are jobs without incum
bents, but he believes opportunity
planning with its problems is better
than the little red truck approach.
Touche Ross & Co. has come
up with a plan for its manage
ment consultants that makes the
organization fit the talent available.
Donald J. Jennings, CPA, said, “To
produce senior consultants is diffi
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cult, and to produce consulting
management is even more difficult.”
He told the consultants, “The key
to our business is continued pro
fessional growth at all ages. If each
member of your staff has not
moved up in ability and responsi
bility each year, and if you cannot
increase the billing rates and the
compensation of each member of
your staff each year, then you are
starting to die. Everyone must move
forward.”
Although Mr. Jennings admitted
that some of his recommendations
sounded as controversial as apple
pie and motherhood (i.e., “run a
profitable business”) he did sug
gest some personnel policies a con
sulting firm or, as in his own case,
a management advisory services
division of a CPA firm should
adopt.
—“Pay your staff well and always
relate it to experience.” He en
dorsed year-end bonuses.
—“Promote your staff whenever
they are ready, without regard to
time or numbers.”
—“Promote a person after he has
demonstrated he can carry the job.
Further than that, after he has con
vinced himself that he can do it.
There is no reason for the Peter
Principle [In a hierarchy every em
ployee tends to rise to his level of

incompetence.] to operate in our
business.”
—“Restructure your organization
whenever you have people who
need more elbow room in order to
continue growing.” Restructuring
could mean launching a new prod
uct line, opening a new office, form
ing a new operating committee, or
enlarging the board, he explained.
—“Evaluate on a continuous basis.
This is a follow-me business . . .
senior and junior people on the
firing line together.” Although Mr.
Jennings says he does not believe
in counseling sessions, he does be
lieve that wherever a senior person
goes he should take a junior with
him.
—“Spend money for personal de
velopment.”
—“Provide proper facilities so
that personal and family growth
keep pace with professional growth.”
The firm should have firm clients,
not personal consultants’ clients.
“Lone Ranger consultants do not
grow. They get old and become
obsolete,” he said.
Ideally there should be a fiveyear spread between levels of lead
ership, Mr. Jennings said. There is
a son of X, grandson of X, and
great-grandson of X relationship set
up, with each generation “a little
better and smarter.”
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